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The U.S. Securities and Exchange Commission
450 Fifth Street, N. W.

Room 3099

Office of International Corporate Finance

Mail Shop 3-7, Washington D. C. 20549

U.S. A

Dear Sirs,
SCMP Group Limited (Exemption No. 33-51010)

On behalf of SCMP Group Limited (the “Company”), a company listed in Hong
Kong, I am furnishing the below listed documents pursuant to Rule 12g3-2(b) (iii)
under the Securities Exchange Act of 1934

Announcements on (i) Interim Results for the Six Months Ended 30 June
2002; and (ii) Proposed Conditional Voluntary Cash Offer to Repurchase up
to 173,438,400 Shares of the Company.

The Interim Report 2002 will be available in late September and dispatched to you
by then.

Yours faithfully,
For and on behalf of
SCMP Group Limited
PROCESSED
ﬁgp 70 10
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Legal Counsel & Company Secretary FINANCIAL
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SCMP Group Limited
SCMPEEARAR"

{incorporated in Bermuda with limited liability)

Interim Results Announcement
for the Six Months Ended 30 June 2002

INTERIM RESULTS . Provision for Asset Impairment
The Directors of SCMP Group Limited (the “Company”) are pleased to announce the unaudited For the six months ended
{nterim results of the Company and its group of companics (the “Group”) for the six months 30 June
ended 30 June 2002 as follows: - 2002 2001
(Unandited) (Unaudited)
CONDENSED CONSOLIDATED PROFIT & LOSS ACCOUNT “aErem K300
For the six months ended 30 June 2002 . . L .
Provition for impairment in value of
For the six mouths eaded loag-term investment shares - 69,020
30 June Provision for impairment in
2002 2001 leasehold land snd buildiags - 43,530
(Unaudited) (Unaudited) Total . 112,550
Nore HK$'000 HK$'000 mmm— e

50T
Tarnover 2 669,911 917,311 =

B For the six months ended
Other revenue 3 4,786 15,353 200 230 Jone 2001
Staff costs (207,052) (256.183) 2
Cast of proguction materials/sales (208,067) (243.250) (Unaudited) - __(Unsudised)
Rental and utilities (51,415) (70,807) axso00 HES'000
Depreciation . (39,521 (44,053) . Company and subidlaries:
Advertising and promotion (14,490} (20,599) Hang Kong profits tax provision for the period 15,169 42,048
Other operating expenses (61,287) (63.679) Astociates: .
Gain on disposal of subsidiaries 2 11,209 - Elsewhere 614 950
Gain on disposal of long-term investment shares - 22,039 15,783 42,998
Provision for assct impairment 4 - (112,550) —t —r

L ———— T Hong Kong profits tax has been calculated at 16% (2001: 16%) on the assessable profits generated

Profit from Operating Activities 104,074 143,542 - 4uring the period. Taxes on profits assessable elicwhero have been calculated at the faies of tax prevailing
Finance costs ~ (334) in the cauntrics in which the Group operates.
Operating Profit ) 104,074 143,008 6  Esrnlags per Shars
Share of profits less losses of associates 2,716 2,525 The calculation of basic earnings per share is bascd on the net profit for the period attributable to
Share of losses of a jointly controlled entity (@.018) (1.292) sharchokders of HK$86,103.000 (2001: HK$92,526,000) and the weightd average of 1,734,383,596

(2001: 1,733,933,356) shares in iasus during the period.

Profit before Tax 102,772 138,241 For tbe six months ended 30 June 2002, the diluted carnings per shara was nol shown as there was no
Tax 5 (15,783) (42,998) dilution effect.
" Profit after Tax 86,989 95,243 7. Flxed Assets
Minority interests . {886) {2,717) . Leasehoid
. e Iuvestment land 10d Other  Asetsin
, Profit Attributable to Shareholders 86,103 92,526 ropertics _ boildings fized sssets Drogrest Total
Dividend Distribution HES'000 HKS'000 HK$'000 HX3°000 HK3000
TN N Cott ar valuasion:
Proposed interim dividend distribution of 4 cents "
¢ At | Japuary 2002 £30.000 374,148 865,345 6,028 2105621
{2001: 8 cents) per share 69375 138,751 ‘Additions " - <759 29390 34630
Earad sh P Transfers - - 1557 (1,557 -
arnings per are Disposals - - (2,185) - {2,185)
asle _A6cents 534 conty Disposal of wubsidiarits - - (17457 - (a7,
CONDENSED CONSOLIDATED BALANCE SHEET A0 June 2002 830.481 374148 £51.979 63,961 2120569
30 June 2002 ety
Accumulated depreciation:
30 June 31 Decermber At 1 January 2002 - 8714 425,413 - 484,127
2002 2004 Provided during the period - 4,160 35361 - 39.821
(Unaudited) (Audited) Transfers - - - - -
—axtord  —RKS 930 Disporals - - 1.785) - 11.785)
Note HK$°000 HKS$'000 Dispotal of subsidiaries - - (12.877) - (12,877
Noa-Current Assets
Publishing titles _ _ Al 30 June 2002 - 62,874 #8112 - 308,986
Fixed assets 7 1,611,583 1,621,494 et book value:
Interests in associates 43,999 45.500 AL 30 June 2002 (Unaudited) 530431 311,274 403,867 63981 _ 1611383
Interests in a jointly contrailed entity 10,694 11213
Long-term investment shares 150,617 151.486 At 31 December 2001 (Audiled) 315,434 439932 36.128 1,621,494
1,816,893 1,830,093 Anatysis of cost und valustion:
—_— Atcost 81 31148 851.979 63,961 1,157,569
Current Assets At valualion - 1990 - 33,000 - - 33.000
[nventories 43,331 56.981 - w01 830,000 - - - 830,000
Accounts reczivable -1 140,027 158,238
Prepayments, deposits and other receivables 48,446 60080 | __ 048 d1si8 £31.973 81,961
Bank bajances and deposits 403,095 283.675

634,899 - 558.974
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Cperating costs and expenses for the six months ended 30 June 2002 & d by 16.7% pared
with the prior corresponding period, the decrease being primarily due to lower staff costs and
cost of production materials and sales. Total headcount as at 30 June 2002 was 1,321 compared
with 1,732 as at 30 June 2001 and 1,570 as at 31 December 2001. The reduction in headcount,
and staff costs by 19.2%, was due to disposal of the recreation club and cducation businesses,
cessation of the music publishing business, suspension of certain magazines titles and overall
reduction of headcount, The decrease in cost of production materials and sales of 14,5% was
primarily due to lower newsprint cost and usage. The average cost of newsprint for production
and newsprint usage decreased some 20.1% and 22.1%, respectively. Average cost of newsprint
for production was US$545 per metric ton (“pmt”) compared with US$675 pmt for the same
period last year. Rental and utilities and depreciation decreased by 27.4% and by 10.4%,
respectively, as a result of the disposal of the recreation club and education businesses, Spending
on advertising and promotion and other operating cxpenses was also lower compared to the prior
corresponding peried.

Review of Operations
Newspapers, magazines and other publications

For the six monthis ended 30 June 2002, this division recorded revenues and operating profit of
HK$402.8 million and HK$57 million, a decrease of 30.2% and 59.1%, respectively, compared
with the prior carresponding period, reflecting the continuous slowdown in-the economy and
difficult operating, environment.

For the six months ended 30 June 2002, display advertising revenue in the ncwspapers decreased
by 22.8% compared to the prior corresponding peried, with volume down 4.3% and average
yield also down due mainly to decreased colour and position premium. Advertising revenue in
Classified Post was 47.7% below that of the prior corresponding perind, volume was down
41,6% and average yicld also lower. ’

Circulation revenue for the six months ended 30 June 2002 was down 3.9%, reflecting a decline
in sales volume. Average circulation of the South China Morning Post was down 5.5% to
104,076 copies per day in the six months ended 30 Junc 2002. The Sunday Morning Post
recorded a decrease of 1.6% to 90,872 copies per day in the six manths ended 30 June 2002. The
lower circulation sales reflect lower sales to airlines and hotets following the events of September
11, and lower street sales from the depressed cconomy.

Revenues from magazines and other publications for the six months ended 30 June 2002 was flat
compared to priet corresponding period. The operating profit was lower mainly due (o losses
incurred by 2 new magazines title, CosmoGIRL! launched in September 2001,

Retailing

For the six months ended 30 June 2002, this division recarded revenues of HK$204.6 million, an
increase of 3.8% compared to the prior corresponding period, The operating loss of HK$0.5
million (2001: HKS$1.! million) was duc to the losses of the “Health Plus” business, which is
still suffering from the sluggish retail consumer market. Since the beginning of this year, the
Group had closed three unprofitable “Health Plus” shops, and currently operates 24 shops. The
“Daily Stop” retail business continues to operate profitably. As at the end of June 2002, there
were 75 “Daily Stop” outlets, up from 72 outlets six months ago.

Invesiment properties

Rental income from the Group's investment properties declined slightly due to a lease expiry but
this was partly offset by a new lease in January 2002, The operating loss last year was due to a
provision for diminution in vaiue of two investment properties of HK$43.5 million; no provision
was required for this six months period.

Video and film posr-production

Turnover for the six months ended 30 June 2002 decreased by 44.8% to HK$10.7 million with an
operating loss of HKS2.2 million. The poor performance was mainly due to reduction in
documentary tape income and lower gross profit margins.

Entertainment, recreation and education

The recreation club and education businesses were disposed off in December 2001 and March
2002, respectively, while the operations of Capital Artists was suspended in October 200i. The
financials relate to the operations of the education business during this period. and included in
the operating profit was a gain of HK311.2 million resuiting from the disposal of the education
business in March 2002,

Liquidity and Capital Resources

Net cash provided by operating activities was HKS133,1 million in the six months ended 30 June
2002, compared with an inflow of HKS284.6 million in the prior corresponding period. Net cash ’
outflew from investing activities was HKS$155.9 million, which was mainly the placement of
cash on bank deposits maturing aver three maonths.

Cash generated from the Group's gperations and the funds available from external sources are
expected to be adequate to cover all cash requirements, including working capital needs, planned
capital expenditures.

The ratio of current assets to current liabilities was 3.7 times as at 30 June 2002 compared to
2.95 times as at 31 December 2001,




& Trade Receivabies

The Group aliows an average credit periad of 7 days to 90 days 1o 15 wrede customers and an ageing

. - e B anulysis of trade receivables is us follows:
C“;"“" Liabilitles I : 30 Jane 2002 31 December 2001 j
. ccounts payable and accrued liabilities 9 123,057 167,554 (Unsudited) (Angited)
i Tax payable 24,192 8,996 Balsace  Percentage Balance Percemtage .
Subscriptions in advance 13,491 12.875 HE3 000 ry HES 000 %
B o 170,740 189,465
Net Current Assets 464,159 369,509 gl'j:g;;i;‘ 70692 a5 g;;g 22;
Total Assets Less Current Liobilities 2,281,052 2,199,602 S j:y’; ool e fies o
Noo-Current Liabilities '
Minority inferests 6,349 10,676 Total 15438 1000 AT 109
Deferred tax 81,106 81,206 Leas: Provision for bad and
4 s
s olem doubtful debts (15,411) (16,079)
g —_— 140,027 158,238
; 2,193,497 2,107,720 —00E el3238

) 9.  Trads Payables
Capital and Reserves .
Ineluded in accounts payable and accrued lisbilities are trade payables and their ageing analysis is o

Issued capital 10 fol
Reserves u oo 4
Proposed dividend distribution 11 30 June 2002 3( December 2001
. - . (Unaudited) e (Audited)
2,020,059 1,934,282 ' Bulamce ~ Perceatage  _ Balamce - Porcentage
2,193,497 2,107,720 X . i ® AES 000 il
NOT! THE . . : 0 1030 days " 44854 54.5 66,192 9.2
OTES TO ACCOUNTS 31 t0 60 days 18,435 224 25,819 a1
: 1 Basis of Preparation and Accounting Poiicles 61 10 90 days : .o 8.9 9,175 82
: . ) - Over 90 days 11,780 142 10,576 9.5 |
The unaudited condensed consolidated interim secounts (“iaterim accounts™ are prepared in accordance §
; with Hong Kong Statsment of Standard Accounting Practica (*SSAP™) No. 23‘ “Interim Financial Total 82,421 100.0 111,762 1000 |
Reporting”, issued by the Hong Kong Soctety of (as interim e R
accounts), and Appendix 16 of the Rules Governing the Listing of Securities o Th: Siock Exchusge of 10, Share Capital ;
Hong Kang Limited. j
N 30 June 31 Decqmber
These interim accounts should be read in conjunction with the 2001 anoual accounts. = 2001 2001
The sccounting policies and metiiods of ion used in the of these interim (Unaudited) (Audited) |
accounts are consistent with thase used in the ennusl accounts far the 18-month period coded 31 HKS'000 HES000 )
December 2001 except that the Group has adopted the following SSAPs istued by the Hong Kang :
Sbelery of Accountants which sre effective for scconnting periods commencing on or after 1 January Ausharised:
2002: 3,000,000,000 shares of HK30.10 each 500,000 500000
. —_— e
SSAP | (revised)  Preseatation of financial statements Issued and fully k
SSAP |1 (revired)  Poreign currency translation 1.734,383, 996 (zoon 1,734,383.996) shares of HK30.10 each 173,438 173438
SSAP IS (revised)  Cash flow sistements — =
SSAP 25 (revised)  Interim financial reporting 11.  Reserves & Proposed Dividend Distribution ;
SSAP 33 Discontinuing operations k
SSAP 34 Employee benefits Investmeats Asset Retaised k
Sbare Contribated revaluation revaiaation Tramlstion  profity ;
The adoption of ihe above new or revised accounting standards has had no ngmf‘cam impact fo the remicm surpios reerve reserve reserve {toases) Total
financial scatemeats for the six months ended 30 June 2002, TRTo00  RIVIe  AKSo00  AKSOW EKSOR0  BKSU0  HES000
2. Segment loformation A1 January 2002 LIS2TS 192381 13 1503 (BSR) (L132233) 1934282
The Company acted s & investment holding company during the period. The principal activitied of the .
Group comprited the priating and of the South China Marning Post, Sunday 3"":0;‘:‘:‘“" reduction (s 20y A R R 108,250 B
Morning Past and other prins and online publications, recaiting, property holding, video and film pont- vt ” - MG :
. Subatantially all the actlvitics of the Group are based in Hong Kong and below is an analysis of the nvestment sharts - - (369) - - - (@9)
Group’s tumover and contribution to operating profit by principal activity: Exchenge differences
on consalidation - - - - 543 - s3]
Contribotlon o Profit for the period - - - - 86003 86103
Tursover operating profit — J |
. For the six months ended 30 June At 10 Joe 2002
2002 2001 2002 2001 - Nere (b} (Unuudited) 45985 1925381 26468 1503 _ (38438) $9.160 _ 2.020.089
(Usaudited)  (Unaudited)  (Unaudited) _(Unaudited) i i i e e e e
HK$'000 HKS'000 HK$'000 HKS 000 Note.(a) ~ During the period, shars premium sccount was reduced by an amount of HK$1,103,290.307
to ensbie the Company to climinate its accumalated lostes and to make distribution for
Newtpapert, magazines and the payment of dividends fram retained profits in furure,
: other publications 402,782 577,381 56,957 139.360 ;
: Retailing 204,597 197,014 (525) (1,149) Note (b) - The proposed interim dividend distribution of HKS69,375,000 for 1ix months ended 30
Investment propertics 38,716 42,003 37,558 (6.732) Tune 2002 i to be psid out of the Company’s contributed aurplus.
Video and film post-production 10,669 19,363 (2,160) 1,208
. Entertainment, resreanion and 12, Approval of the Interim Financlal Report
: education frose} 1347 8154 12,244 16,321 These interim accounts wers spproved by the Board of Directors on 3 September 2002,
Total 569,511 1730 104074 143008 MANAGEMENT’S DISCUSSION AND ANALYSIS

Note: The Group dispused of its recreation club and education businesses in-December 2001 and March  Principal Activities
2002, respectively. During the period. a gain of HK$11.2 millions, which represents the difference .
between the nct proceeds of sale and the carrying amount of the nct #siets of the education The Company acted as an investmens holding company during the perind. The principal activities
business af the date of sale is included in operating profit. of the Group during the period comprised the publishing, printing and distribution of the South
China Morning Post, Sunday Marning Post and other print and online puhhcauons, retziling,

3 QOther Revenue
property investment, video and film post-production and education.
For the six months ended
30 June Operating Results of the Group s
2002 2001 K . . k
(Unaudited) (Unaudited)  FOf the six months ended 30 June 2002, the Group’s unaudited consolidated turnaver and prafit
~Rsew — mkseoo  Awibutable to shareholders amounted to HKS669.9 million (2001: HKSS17.3 million) and HKS86.1
. . million (2001: HK$92.5 million). Basic earnings per share was HK4.96 cents (2001; HKS.34 }
Cividend income fram listed investments 1,241 1383 cenrs), a decrease of 7.1% compared ta the tame period last year. :
Interest income 2,833 13.576 f
Qthers 712 434 The reporied earnings of HK$86.1 million included a gain of HK$11.2 million from dispasal of

subsidiaries. Earnings before interest, tax, depreciation and amortisation (EBITDA) amounted to .
HKS127.6 million (2001: HK$262,8 million). .

Total 4.786 15.353




PROSPECTS

The depressed job market with record unemployment together with the poor performance of the
stock and property markets and a faltering global recovery have been major dampencrs on
consumer sentimest, and hamper apy near term recovery in the advertising market. Whilst the
cconomic outlook remains gloomy, we have seen some stability over the last few mouths in the
volume of our recruitment advertising, display advertising, however, remains soft. It is difficult
to see an improvement in business environments in the second balf of the year, given the weak
prevailing outlook with continued deflationary pressures in the job and property markets.

Over the last 12 moaths, the Group has undertaken various measures to control casts. At the
same time, Management continues to invest in upgrading the Group’s products and resources and
cxplore mew areas of growth. The recently announced restructuring of the editorial division of
the newspapers, is an example of such an ongoing upgrading exercise. The appointment of a
Publisher to the newspaper to work closely with the tcam of four executive editors, reflects
Management's efforts to better define and deploy our resources, ensure more accountability and
improvement to the quality and focus of our products. With these moves, the Group is well
poised to benefit from an eventual upturn in the economy, and with our stroag financial position,
to take advantage of opportunities as they arise.

INTERIM DIVIDEND DISTRIBUTION

The Directors have declared the interim dividend distribution from the contributed surplus account
of HK4 cents per share, amounting to HK$69.4 million, payable to shareholders whose names
appear on the Register of Members of the Company on Wednesday, 30 October 2002 and payable
on Priday, 8 November 2002,

BOOK CLOSURE

The Register of Mcmbers of the Company will be closed from Friday, 25 October 2002 to
Wednesday, 30 October 2002, botk days inclusive. All transfers of shares accompanied by the
relevant share certificates must be lodged with the Company's Hong Kong Branch Share Registrars,
Computershase Hong Keng [nvestor Services Limited of 19th Floor, Hopewell Ceutre, 183 Quesn’s
Road East, Hong Kong for registration not later than 4:00 p.m. on Thursday, 24 October 2002 so
as to qualify for the interim dividend distribution.

DIRECTORS

Mr. Chye Kuok Khoon Ho resigned as Director of the Company with effect from 3 September
2002. The Board would like to take this opportunity to record a note of special thaoks and
appreciation to Mr. Chye Kuok for all his cffort and contribution during his tenure as Director of
the Company.

EMPLOYEES

The Group bas approximately 1,321 full-time employees as at 30 June 2002. The Group
remunerates its employees largely based on industry practice and also adopts a share option
scheme for employees with awards determined annuvally based upon the performance of the
Group and individual employees.

PURCHASE, REDEMPTION OR SALE OF THE COMPANY’S SHARES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s
shares during the six months erded 30 Junc 2002,

CORPORATE GOVERNANCE

The Directors and Management are commitied to high standards of corporate governance which
provide an important framework for the averall operations of the Group. The corporate governance
principles adopted by the Group during the six months ended 30 June 2002 are in line with the
corporate governance statement set out in the Company’s 2001 Annual Report.

CODE OF BEST PRACTICE

None of the Directors of the Company is aware of information that would reasonably’indicate
that the Company is not, or was not for any part of the six months ended 30 June 2002, in
compliance with the Code of Best Practice as set out in Appendix 14 to the Rules Governing the
Listing of Securitics on The Stock Exchange of Hong Kong Limited (“Listing Rules™), save that
the Non-executive Directors of the Company have not been appointed for a specific term, but are
subject to retirement by rotation and re-election in accordance with the Company’s Bye-laws.

AUDIT COMMITTEE

The Audit Committee has been established since 1998 with written terms of reference and
comprises two Independent Non-executive Directors, namely Mr. Peter Lee Ting Chang and Mr.
Ronald J. Arculli, and a Non-executive Dircctor, Mr. Chye Kuck Khoon Ho prior to his resignation
with effect from 3 September 2002. Nine Audit Committee meetings have been held prior to the
date of this announcement, The Audit Committee has reviewed the Group's unaudited interim
results for the six months ended 30 June 2002,

On behalf of the Board
KUOK Khoon Ean
Chairman
Hong Kong, 3 September 2002

Deiailed interim resuits contgining all ihe information required by paragraphs 46(1) io 46(6} of Appendix 16
of the Listing Rules will be published on The Stock Exchange of Hong Kong Limited's website (www.hkex.com.hk)
in due course. The Interim Report 2002 of the Company will be dispatched 10 shareholders before end of
September 2002,

*  For identification purpose only
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“. Definitions

In this announcement, the foilowing expr

. requires:
“Assured Entitlernent(s)”

“CCASS™

“Circular™

i i “Company”

“Conditions™
" “Director(s)”
“Excluded Shareholder™

+ “Executive”

“Form of Acceptance”

“Group”
“HK$”
“Hong Kong”

“HSBC™

“Independent Shareholders™

“Kerry Group”

“Kerry Media™
“Latest Practicable Date™

“Offer”

“Offer Price”

“QOverseas Shareholders”

“Qualifying Sharcholders™

“Register”
“Repurchase Code”
“SGM”™

“Share(s)”
“Shareholder(s)”
“Stock Exchange”
“Takeovers Code™
“Whitewash Waiver”

have the ings set out below, unless the context otherwise

entitlement(s) (rosnded down to the ficarest whole number of Shares) to tender
1 Share for every 10 Shares heid by each Qualifying Sharehoider

the Central Clearing and Settlement System established and operated by Hong
Kong Securities Clearing Company Limited

the circular to Shareholders (encompassing the offer document, the notice of
the SGM and the proxy form for voting at the SGM) to be issued in connection
with the Offer

SCMP Group Limited. a company incorporated in Bermuda with limited Hability,
whose shares are listed on the Main Board of the Stock Exchange

the conditions to which the Offer will be subject
the director(s) of the Company

subject to the prior consent of the Executive, any Overseas Shareholder whose
address, as shown on the Register as at the time of submission of his or ber

. acceptance in respect of the Offer or at the latest time for submission of

acceptances in respect of the Offer, is located in any jurisdiction the laws of
which prohibit the making of the Offer to such Shareholder or otherwise require
the Company to comply with additional requirements which are (in the opinion
of the Directors) unduly onerous or burdensome, having regard to the number
of Sharebolders involved in that jurisdiction and their shareholdings in the
Company

the Executive Director of the Corporate Finance Division of the Securities and
Futures Cc ission or any delegate of the Executive Director

the form of acceptance to be issued with the Circular to Qualifying Shareholders
for use by such persens in connection with the Offer

the Company and its subsidiaries
Hong Koung Dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s Republic of
China

The Hongkong and Shanghai Banking Corporation Limited, an exempt dealer
under the Securities Ordinance (Chapter 333 of the Laws of Hong Kong) and a
licensed bank under the Banking Ordinance (Chapter 155 of the Laws of Hong
Kong)

Sharcholders other than the Kerry Group

Kerry Media and parties who are or are presumed to be acting in concert (as
defined in the Takeovers Code) with it in relation to the holding of Shares
Kerry Media Limited, a company incorporated in Hong Kong

3 September 2002, being the latest practicable date prior (o the release of this

announcement for the purpose of ascertaining certain information contained
herein

the proposed conditional voluntary cash offer to be made by HSBC, on behalf
of the Company, to repurchase Shares from ail Qualifying Shareholders up to
173,438,400 Shares at the Offer Price. subject to the terms and conditions to be
set out in the Circular and the Form of Acceptance

HK33.60 per Share

Shareholders whose addresses, as shown on the Register, are outside Hong
Kong ’

Sharehotders, other than Excluded Shareholders, whose names appear on the
Register as at the latest time for submission of acceptances in respect of the
Offer

the register of members of the Company
the Hong Kong Code on Share Repurchases

the special general meeting of the Sharcholders to be convened in connection
with the Offer and the Whitewash Waiver

Share(s) of HK$0.10 each in the share capital of the Company
registered holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited

the Hong Kong Code on Takeovers and Mergers

a waiver by the Executive in respect of the obligations of the Kerry Group to
make a mandatory general offer in accordance with Ruie 26 of the Takeovers
Code for all the Shares (other than Shares held by the Kerry Group) which may
otherwise arise as a result of completion of the Offer

By Order of the Board
Vera Leoung
Company Secretary

Hong Kong, 3 September 2002
The Direciors jointly and severatly accept full responsibility for the uccuracy of the information contained in this ment

and confirm. having made all reusonable enquiries. that 10 the best of their knowledge. the opinions expressed in this announcement
have been arrived at after due and careful consideration, and there are nu other facis not contained in 1his announcement. the

omission of which would make any stat nt in rhis cment nis, ing.

*  For identificaiion purpose only




Conditions and Other Major Terms of the Offer

Compietion of the Offer will be conditional upon the following events occurring on or before 2 October 2002
{or such later date us the Company may detecmine):

(a}  the granting of the Whitewash Waiver by the Executive: and

(b)  the passing of an ordihary resofutian by way of a poll to approve the Offer and the Whitewash Waiver
by the Independent Sharcholders, either voting in person or by proxy, at the SGM.

1f the Whitewash Walver is not granted by the Executive, or if the resolutions to approve the Offer and
the Whitewash Wajver are not passed by the Independent Shareholders, the Offer will not proceed.

1f the Offer is approved by the Independent Sharcholders, the Offer will remain open for acceptance for a
period of 14 days after the date of the SGM. However, the Ccmpuy reserves the right to extend the time for
acceptance of the Offer in d with the p of the R hase Code.

Acceptances by Qualifying Shareholders under the Offer will be irrevocabie and cannot be withdrawn after the
Offer is declared unconditional

Shares will be repurchased free of commissions and dealing charges, but the seller’s stamp duty at the rate of
HK$1.00 for cvery HK51,000 ar put thereof due on the repurchase of Shares will be deducted from the
amount payable 10 the relevant Qualifying Shareholders. The Company will hold the amount so deducted and
will pay the same to the Stamp Duty Office {n accordance with the Stamp Duty Ordinance.

Acceptance of the Offer by aoy person will be deemed to constitute a warranty by such person to HSBC and to
the Company that the Shares are sold by sach person free from all liens, charges, encumbrances, equitable
interests, rights of pre-emption or other third party rights of any nature and together with ail rights attaching
thereto on or after the date of this annouucement (inciuding the right to all dividends and distributions (if any)
declared, made or paid on or after the date of this announcement).

All Shares repurchased under the Offer will be canceiled and will not rank for dividends to be paid by
reference to a record date which falls after the date of their cancellation. In particolar, successfolly tendered
Shares will not recelve any interim dividend bas hzen be declared in respect of the six months ended 30
June 2002,

The Offer will not be conditional as to any mini sumber of

P

The full terms and conditions of the Offer will be set out in the Circular and the Form of Acceptance,
Financial effects of the Offer

The tables below summarize the financial effects of the Offer based on the results of the Group for the 18-
month financial period ended 31 December 2001 prior to and upon successful completion of the Offer.

A Earnings per Share

Brior te Completion of

. Offer . Offer

No. of Shares in issue 1,734,383,596 1,560,945,596

Consolidated net profit for the 18 month

financial period ended 31 December 2001 HK$482,793,000 HK$482,793,000
Expenses of the Offer (Note 1) - HK$(21,700,000)

. Adjusted consolidated net profit . HK$482,793,000 HK$461,093,000
Earnings per Share 27,85 cents . 29.54 cents
An increage of: 8.07%

Note I:  Funded by internal cash and bank borrowings (on an approximately 50:30 ratlo), bnud ©n estimated expenses
plus foterest income foregone and net borrowing cost, adjusted for as 18-month period

B. Net asses value

Prior to Comptetion of

Offer Offer

No. of Shares in issuc 1,734,383,996 1,560,945,596

NAYV as at 31 December 200 . HKS$2,107,720.000 HK$2,107,720,000

Adjustments:

Cost of Offer - HK$(624,178,239)

Expeases of the Offer (Note 1) [ HK$(21,700,000)

Adjusted NAY HKS$2,107,720,000 HKS1,461,641,761

Adjusted NAV per Share HKS$1.22 HK$0.94

A decrease of: ) (22.95)%

Note !:  Funded by internal cash and baok barrowings (oa an approximately 50:50 ratio), Based on estimated expensey
plus interest income foregone and net borrowing cost.

C. Rewurn on Shareholders’ Funds

Prior to Completion of

Ofter Offer

Adjusted consolidated net profit HK$482,793,000 HK3$461,093,000
Adjusted NAV (sharehoiders’ funds) HK$2,107,720.000 HK$1,461,641,761
Return on shareholders’ funds 22.91% 31.55%

An increase of: 3TIN%
Reasons for the Offer
The Directors consider that the Offer is in the best interests of the Company for the following reasons:

(a)  the Offer is cxpected to enhance Shareholder vaiue by increasing carnings per Share in Tuture years.
Based on the audited rasults of the Group for the [8-month financial period ended 31 December 2001
(due to a change in accounting year end), if the Offer had been completed on the first day of that
financial period (after adjusting for the funding costs of the Offer), earnings per Share would have’
increased by 6.07% from HK27.85 cents (o HK29.54 cents, return on shareholders’ funds would have
increased by 37.71% fram 22.91% to 31.55%. whilst net asset value per Share would have decressed by
22.95% from HK$1.22 to HK$0.94, as at the ead of that financiat period;

(b}  currently, the Group does not forcsee any cxcess funding requirements in the near future, and as such,

the Group’s future capital requirements do not require the maintenance of the current capital base. The

Offer will be an cffective means to incorporate some gearing (through utilising banking facilities) into

the Group's balance sheet for A more efficient capital steucture, 2nd (o return excess cash to Sharsholders,

ially the hoid since the Kerry Group has undertaken that it will not accept

the Offer, The Company intends to fund the Offer by internal cash and bank borrowings on an

approximately $0.50 ratio. [t is, therefore. an appropriate time to offer to Sharehoiders a mechanism

which allows them to decide upon their preferred level of investment in the Company’s future. The

Offer mechanism will ailow more flexibility for Shareholders than other methods, such as a special
dividend. which would be impozed on all Shareholders; and

(Assuming full acceptance of the Offer. based on [,734,383,996 Shares issued and total consideration of
HK$624,378,239. the Offer i5 equivalent to returning HKS0.36 per Share to all Shaseholders (calculated
on the basis of 1 Share at HKS%.60 cash for every 10 Shares), and if the Kerry Group does not accept
the Cffer, then the remaining Shureholders would receive the equivalent of HKS0.54 per Share {calculated
an the basis of an additional | Share a1 HK$3.60 cash for every 20 Shares).)

tc) the Offer gives Shareholders the cheice cither to tender Shares and receive cash or to increase their
propaortionate shareholding in the Company by retaining their holdings.




Shares. Agcording!y, a designated broker will be appointed by the Com;':any, who will agree to ‘match sales and
purchases of odd tot holdings of Shares in the market for a period of six wesks from the completion of the
Offer.

Valuation of the Offer

The Offer Price per Share values the entire issued share capital of the Company at approximately HK36.24
billion. The Offer Price represents:

[Q) a premium of approximately 5.1% to the closing price per Share of HK$3.425 on 3 September 2002;

- (i)  a premium of approximately 6.8% to the five-day average closing price per Share of approximately
HK$3.37;

(iit)  a premium of approxnmatcly 4.6% to the one-month average closing price per Share of approximately
HKS3.443; -

(iv) a discount of approximately 11.7% to the three-month average closing price per Share of approx:matcly
HK34.075;

(v)  adiscount of approximately 18.2% to the six-month average closing price per Share of approximately
HK$4.4; and

(vi)  a premium of approximately 195.1% to the audited consohdated net asset value per Share of approximately
HK3$1.22 as at 31 December 2001.

Overseas Skareholders

In order 1o address concerns regarding the implications under overseas securities laws of making the Offer to
Overseas Shareholders (which implications may include illegality, filing and registration requirements or the
need for compliance with other requirements), subject to the prior consent of the Executive, the Offer will not
be made to any Overseas. Shareholder who is located in any jurisdiction the laws of which prohibit the making
-of the Offer to such Shareholder or otherwise require the Company to comply with additional requirements
which are (in the opinion of the Directors) unduly onerous or burdensome, haviag regard to the number of
Shareholders involved in that jurisdiction and their shareholdings in the Company, nor will the Offer be
capable of being accepted by such Exciuded Shareholders. If necessary, an application will be made to the
Executive for such exclusion under Note 3 to Rule 8 of the Takeovers Code and if appropriate a further
announcement will be made in this respect.

As the Offer to persons not resident in Hong Kong may be affected by the laws of the relevant jurisdictions,
Overseas Shareholders should inform themselves about and observe any applicable legal requirements and,
where necessary, seek legai advice.

It is the responsibility of each Overseas Shareholder who wishes to accept the Cffer to satisfy hnmself or
herself as to the full observance of the laws of the relevant jurisdiction in that connection, including the
obtaining of any governmental or other consents which may be required or compliance with other neccssary
formalities or legal requirements.

Each of the Excluded Shareholders will be entitled to attend and vote at the SGM (whether in person or by
proxy).
Nominee Registration of Shares

To ensure equality of treatment of Sharehoiders, those Qualifying Shareholders who hold Shares as nominees
for more than one beneficial owner should, as far as practicable, treat the holding of each beneficial awner
separately. In order for beneficial owners of Shares, whose investinents are registered in nominee names
(including those whose interests in Shares are held through CCASS), to accept the Offer, it is essential that
they provide instructions to their nominece agents of their intentions with regard to the Offer.

Whitewash Waiver

As at the Latest Practicable Date, the Kerry Group was interested in 605,838,000 Shares, representing
approximately 34.93% of the issucd share capital of the Company. Rule 32 of the Takeovers Code and Rule 6§
of the Repurchase Code provide that where, as a result of share repurchases, a shareholder’s proportionate
interest in theé voting rights of the repurchasing company increases, such increase will be treated as an acquisition
for the purposes of the Takeovers Code.

Kerry Media (on behalf of the Kerry Group) has undertaken to the Company that the Kerry Group will not
.accept the Offer in respect of Shares owned by it. Assuming full acceptance of the Offer by the independent
Shareholders, the interest heid by the Kerry Group in the Company would increase from its current level of
approximately 34.93% to approximately 38.81% of the reduced issued share capital of the Company upon
compgletion of the Offer. The increase of the interest in the Company’s issued share capital held by the Kerry
Group to 35% or more after the completion of the Offer would (but for a waiver from the Executive) give rise
to an obligation under Rule 26 of the Takeovers Code on the part of the Kerry Group to make a mandatory
general offer for ail the Shares not held by the Kerry Group. The relevaat shareholding threshold which would
trigger the obligation on the Kerry Group to make such a mandatory general offer under Rule 26 of the
Takeovers Code is 35% (rather than the usual 30%) because the Kerry Group held between 30% and 35% of
the Company on 19 October 2001,

Accordingly, an application will be made to the Executive for the Whitewash Waiver.

The Offer and the Whitewash Waiver will be subject to the approval of the Independent Shareholders to be
obtained by way of poll. If the Whitewash Waiver is not granted, the Offer will not proceed.

Shareholding structures

Assuming full acceptance of the Offer by the Independent Sharcholders and that the number of Shares in issue
as at the Latest Practicable Date remains unchanged prior to completion of the Offer, the shareholding structure
of the Company prior to and upon completion of the Offer would be as follows:

Immediately before the Offer Immediately after corapletion of the Offer
Kerry Media Concat Parties {ndependent Kerry Media Concert Parties Independent
{Nerted ) (Neste2) Shareholders (Notel) (Nerte2) Shareholders
30.26% 4.67% 6507% . 33.61% 5.20% 61.19%
v
Company l Company
Totai 1ssued share capital: ' Total issued share capital:
1,734,383,996 Shares 1,560,945,596 Shares 7




